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BACKGROUND STATEMENT AND INCLUDES GENERAL BACKGROUND 
SECTION: 

1. GENERAL BACKGROUND. A QUARTER CENTURY AFTER 
RECEIVING INDEPENDENCE EROM THE U. S., THE PHILIPPINES 
REMAINS EACED WITH THE VARIED PROBLEMS OE EINDING A 
SATISFACTORY POLITICAL FRAMEWORK, ACCELERATING ITS ECONOMIC 
DEVELOPMENT, AND CARVING OUT AN INDEPENDENT ROLE IN ITS 
FOREIGN RELATIONS. UNEMPLOYMENT IS HIGH AND PER CAPITA 
INCOME OF ABOUT $200 IS LOW GIVEN THE COUNTRY' S HUMAN 

AND MATERIAL RESOURCES; INCOME DISTRIBUTION IS HEAVILY 
SKEWED IN FAVOR OF A SMALL MINORITY OF FILIPINOS. A 
POPULATION OF NEARLY 40 MILLION RANKS THE PHILIPPINES 
AS THE 16 TH MOST POPULOUS NATION IN THE WORLD, AND ONE 
OF THE HIGHEST GROWTH RATES OF ANY COUNTRY- ABOUT 
THREE PERCENT- ADDS OVER A MILLION MORE PERSONS EACH 
YEAR. A LONG HISTORY OF GOVERNMENTAL INABILITY TO EFFECT 
BASIC REFORM AND THE PROSPECT OF INCREASING POLITICAL 
TURMOIL CONTRIBUTED TO THE RECENT SUSPENSION OF THE 
DEMOCRATIC SYSTEM BY PRESIDENT MARCOS. PHILIPPINE FOREIGN 
POLICY HAS TRADITIONALLY STRESSED INTIMATE RELATIONS 
WITH THE U. S., AND ONLY IN RECENT YEARS HAS THE PHILIP- 
PINES BEGUN TO MAKE ADJUSTMENTS AWAY FROM THIS HISTORIC 
SPECIAL RELATIONSHIP. ONTHEU. S. SIDE, OUR INTERESTS 
ARE A PRODUCT OF BOTH THE HISTORICAL ASSOCIATION BETWEEN 
THE TWO COUNTRIES AND CURRENT AMERICAN SECURITY, 

ECONOMIC AND POEITICAL CONCERNS RELATIVE TO THE PHILIP- 
PINES AND THE SOUTHEAST ASIA REGION. 

2. THE PHILIPPINES IS STRATEGICALLY LOCATED ABOUT MID- 
WAY IN A CRESCENT OF ASIAN NTIONS STRETCHING FROM KOREA 
THROUGH INDONESIA TO NEW ZEALAND. THE COMPLEX OF U. S . 
MILITARY BASES IN THE PHILIPPINES IS A FUNDAMENTAL ELE- 
MENT OF PROSPECTIVELY RISING IMPORTANCE TO THE USE OF U. S. 
MOBILE AIR AND NAVAL POWER IN THE WESTERN PACIFIC. THE 

U. S. COMMUNICATIONS NEXUS, BOTH CIVILIAN AND MILITARY, 

FOR THE WESTERN PACIFIC AREA IS ALSO LOCATED IN THE 
PHILIPPINES. 

3. THE U. S. HAS A COMPREHENSIVE TREATY RELATIONSHIP WITH 
THE PHILIPPINES. THE AMERICAN GOVERNMENT AND PEOPLE IN 
THIS CENTURY HAVE MADE A MAJOR INVESTMENT IN THE CREATION 
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AND PRESERVATION OF A VIABLE, FRIENDLY AND INDEPENDENT 
PHILIPPINES AND HAVE PROVIDED A TOTAL OF $1.8 BILLION 
IN DEVELOPMENT ASSISTANCE SINCE 1946. MANY POLITICAL AND 
SOCIAL INSTITUTIONS HAVE BEEN PATTERNED AFTER AMERICAN MODELS. 
ALTHOUGH THE PHILIPPINE- U. S. SPECIAL RELATIONSHIP IS APPRO- 
PRIATELY FADING INTO PAST HISTORY AND NATIONALISM IS A GROWING 
TREND, THE PHILIPPINES HAS CONTINUED BROADLY TO SUPPORT 
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U. S. POLICY AND TO RELATE ITS INTERESTS TO U. S. PROGRAMS 
AND OBJECTIVES. 

4. THE U. S. MAINTAINS IN THE PHILIPPINES A PRIVATE 
INVESTMENT OF OVER $1 BILLION. AN ADDITIONAL ESTIMATED 
$500 MILLION IS PRESENTLY PLANNED. THE RESIDENT AMERICAN 
CIVILIAN COMMUNITY OF SOME 25,000 IS THE LARGEST IN EAST ASIS. 
PHILIPPINE PUBLIC AND PRIVATE BORROWERS NOW OWE ALMOST 

A BILLION DOLLARS TO THE U. S., IN LARGE PART TO 
PRIVATE LENDERS. ANNUAL TWO- WAY U. S.- PHILIPPINE TRADE 
AMOUNTS TO NEARLY $800 MILLION, AND AN EXPANDING PHILIP- 
PINE ECONOMY DURING THE 1970' S IS EXPECTED TO PROVIDE 
MORE OPPORTUNITIES FOR U. S. FOREIGN INVESTMENT AND TRADE. 

5. AMERICAN ASSOCIATIONS WITH THE PHILIPPINES ALSO 
INCLUDE SURVIVING LINKAGES- STATUTORY, EINANCIAL AND 
PSYCHOLOGICAL- FROM THE PRE-1946 PERIOD WHICH ARE 
UNIQUE IN U. S. BILATERAL FOREIGN RELATIONS. THESE 
INCLUDE BENEEITS TO FILIPINO VETERANS FOR SERVICE WITH 
U. S. SOCIAL SECURITY; THE LARGE NUMBER OF FILIPINOS 
WITH ESTABLISHED OR LATENT CLAIMS TO U. S. CITIZENSHIP; 

THE REMAINING STRONG ATTRACTION OF EDUCATION IN THE U. S. 

AND OE TRAVEL AND IMMIGRATION TO THE U. S. REINEORCED 
BY EAMILY TIES ON BOTH SIDES OF THE PACIFIC; AND A 
VARIETY OE COMPLEX BUSINESS AND CITIZENSHIP RELATIONSHIPS 
WITH U. S., PHILIPPINE AND MIXED FIRMS, BOTH LOCAL 
CORPORATIONS AND SUBSIDIARIES OF U. S. COMPANIES. 

6. INTERNAL AEFAIRS; IN RECENT YEARS THE PHILIPPINES 

HAS SEEMED T BE HEADING TOWARDS AN INCREASINGLY UNSTABLE 
INTERNAL SITUATION. TO MANY OBSERVERS IT HAS LONG SEEMED 
THAT THE PHILIPPINES WAS HEADED TOWARDS VIOLENT REVOLUTION 
AGAINST A U.S. MODEL DEMOCRATIC SYSTEM, SUPERIMPOSED ON 
A FEUDAL STRUCTURE, DOMINATED BY OLIGARCHS AND ABUSED 
SECRET 

SECRET 

PAGE 04 MANILA 06312 01 OF 06 010846 Z 

BY POLITICAL LEADERSHIP ELEMENTS. ADDITIONAL FACTORS 
CONTRIBUTING TO POTENTIAL INSTABILITY HAVE BEEN; ( A) AN 
UNDERLYING CRISIS OF NATIONAL IDENTITY TRACEABLE PARTLY TO 
A FRAGMENTED GEOGRAPHY AND CULTURAL HISTORY; ( B) INADE- 
QUATE GOVERNMENTAL PERFORMANCE IN MANY ESSENTIAL AREAS; 
AND ( C) SHORTCOMINGS IN THE ECONOMY WHICH RESULTED IN 
FAILURES TO MEET THE EXPECTATIONS OF A RELATIVELY WELL- 
EDUCATED AND RAPIDLY GROWING POPULATION. OFFSETTING 
SOURCES OF STABILITY HAVE BEEN; ( A) THE INTRICATE 
BONDS OF TRADITIONAL FILIPINO SOCIETY; ( B) A RECENT 
HISTORY OF UNUSUALLY SOUND ECONOMIC POLICIES; ( C) THE 
POLITICAL OUTLETS PROVIDED BY THE DEMOCRATIC SYSTEM 
DESPITE ITS ABUSES; AND ( D) THE RESI 
EEEEEEEE 
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